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 Audit Related Memorandum
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MEMORANDUM FOR:   Bruce Crawford, Director of Community Planning  
                    and Development Division, Pittsburgh Area     
                    Office, 3ED

FROM:  Edward F. Momorella, District Inspector General
    for Audit, Mid-Atlantic, 3AGA

SUBJECT:  Municipality of Penn Hills (Grantee)
Survey of CDBG Program
Penn Hills, Pennsylvania

We surveyed the operation of the Grantee's CDBG Program.  Th e
purpose of the survey was to review the Grantee's administra tion of
the CDBG Program and determine whether further audit work wa s
necessary.

We interviewed Community Planning and Development staff, reviewed
field  office files, the Grantee's latest IPA audit report, an d
Grantee Performance Report.  We visited the Grantee and inte rviewed
Grante e staff.  We reviewed financial statements, minutes o f
meetings, and other relevant data and tested transactions.  We also
interviewed a contractor, perf ormed an on-site physical inspection
of CDBG work performed and reviewed subrecipient records.

Transaction tests were performed in the following areas:

- Clearance Activities

- Public Services

- Rehabilitation

- Subrecipient Monitoring
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Our survey disclosed the following:

A. Income Verification

1. Housing Rehabilitation Program

We reviewed 4 of 30 homeowners' files who wer e
assist ed by the program.  For the four cases th e
Grante e did not properly verify the income of th e
household,  and in one case did not verify tha t
munici pal taxes were current as required by th e
program's guidelines.

The Grantee's program guidelines require incom e
verifi cation  for only the persons listed on th e
property  deed.  HUD regulations, 24 CF R
570.208(a)(3)  states for "Housing activities.  A n
elig ible activity carried out for the purpose o f
providing  or improving permanent residentia l
structures which, upon complet ion, will be occupied
by low-and moderate-income households."  Th e
Grantee's  program violates HUD's regulation s
because total household income is not verified for
establishing eligibility for a  rehabilitation loan.

The Grantee's program provides either a 0% or 6 %
loan depending upon family size on the deed an d
income.   Our review identified one househol d
received  an $11,030 loan which was improper ,
because total household income exceeded the income
limits  for the family size.  See Appendix A fo r
details.

The potential exists that othe r homeowners received
loan s who were not eligible due to the Grantee' s
improper verification of household income.

2. Summer  Youth Employment and Training Progra m
(SYETP)

Western  Penn Hills Community Action Inc. th e
subrecipient  administering the SYETP did no t
properly  verify household income of participants .
This condition applied to thre e of five participant
files reviewed.  One participa nt's household income
exceeded the income threshold,  therefore he was not
eligible for employment in the program.

Apparently the Grantee has not  provided guidance to
the subrecipient for verification of househol d



income  to meet the low/mod benefit nationa l
objective.
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B. Subrecipient Monitoring

The Grantee could not document subrecipient monitoring.

The Grantee said they monitored the subrecipients but n o
written record was kept.  The subrecipient administering the
SYETP said the Grantee had not looked at a participant file in
three years.

Recommendations

We recommend the Grantee:

1A. Assure all activities benefiti ng low and moderate income
persons have the household income requirements included
in the Activity's guidelines, contract etc.  Househol d
inco me will be based on HUD's income limits publishe d
annually.

1B. Repay the program $11,030 from  non-Federal funds for the
improper loan.  

1C. Reanalyze  the loan portfolio using HUD's household incom e
requirements.   For applicants who received loans whic h
exceeded HUD's income threshol ds, repay the loans to the
program from non-Federal funds.

1D. Provide  or obtain training, and publications for staf f
and subrecipient staff in the methodology for verifying
income and assets of program participants.

1E. Establish  and implement monitoring procedures whic h
provide  for: (1) annual monitoring plan, (2) standard s
for conducting on site reviews and reportin g
defici encies,  and (3) follow up procedures to ensur e
correction of deficiencies.

****

The results of the survey were discussed with the Grantee' s
representative and your staff.  No further audit work is planned.

If you have any questions plea se contact Irving I. Guss, Assistant
District Inspector General for Audit at (215) 656-3401.

Appendices
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LOAN DATA

Application Date  - March 6, 1996

Address
  710 Jefferson Road, Penn Hills, PA

Loan Amount   $11,030

Household                                        Income
Persons  Type of Income Month Annual

Wife (Applicant) Pension & Soc. Security $1,606 $19,272
Son SSI    563   6,756

$2,169 $26,028

FY 199 6 Median Family Income Pittsburgh PA and Applicability T o
Grantee's Program Loan Interest Rates  

Loan Interest Rate    1 Person 2 Persons

Very Low Income 0%     $13,350     $15,300
Low Income 6%      21,400   24,450

LOAN ANALYSIS

The Grantee approved a 0% loan to the applicant the property  owner.
Based on Grantee program guidelines and the applicant's income, a
6% loan applied.  However, the household consisted of two persons
with  total annual income of $26,028.  The applicant's househol d
income  exceeded HUD's income limits of $24,450 for a two perso n
household.  The applicant was not eligible for the $11,030 loan.



                                                   APPENDIX B

DISTRIBUTION

Internal Control & Audit Resolution Staff, 3AFI
Director of Community Planning & Development Division, Pittsburgh
  Area Office, 3ED
The Associate General Council, Office of Asst Housing and CD, CD 
  (Room 8162)
Assistant to the Deputy Secretary for Field Management, SDF (Room
  7106)
ALO, Community Planning & Development, DG (Room 7214)
Chief Financial Officer, F (Room 10164)
Deputy Chief Financial Officer for Finance, FF (Room 10164)
Director, Housing and Community Development Issue Area, U.S. GAO,
  441 G Street, NW, Room 2474, Washington, DC  20548


